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1. FOLLOWING IS THE TEXT OF THE STATEMENT MADE BY THE REPRESEN- 
TATIVE OF THE EEC IN THE SUBGROUP ON GRAINS ON MAY 26, 1975. 

YOUR ATTENTION IS DRAWN IN PARTICULAR TO THE PREFACE OF THIS 
PROPOSAL. 

QUOTE: AT ITS MEETING ON 8 MAY 1975, THE GROUP "AGRICULTURE" 

AGREED THAT FOR GRAINS A MULTILATERAL SOLUTION SHOULD BE NEGOTIATED 
IN THIS SUB-GROUP IN ORDER TO SETTLE ALL THE ELEMENTS OF THE 
PROBLEMS RELEVANT TO TRADE IN THIS SECTOR. 

THE COMMUNITY BELIEVES THAT A SOLUTION CONSISTING OF FORMULATING 
AND CONCLUDING AN INTERNATIONAL AGREEMENT ON GRAINS MIGHT BE THE 
ANSWER TO ALL THE FUNDAMENTAL PROBLEMS THAT ARISE. 

THE PURPOSE OF THIS STATEMENT IS TO EXPLAIN THE DETAILS OF THIS 
COMMUNITY APPROACH AND TO DETERMINE WHAT ARE THE FUNDAMENTAL 
ELEMENTS ON WHICH THE NEGOTIATIONS SHOULD BEAR. 

INSTABILITY, AS PAST AND RECENT TRENDS IN THE MARKET FOR GRAINS 
SHOW, IS THE MAIOR PROBLEM FACING TRADE IN THESE PRODUCTS; AND 
FOR A PRODUCT SECTOR OF SUCH IMPORTANCE FOR THE SECURITY OF THE 
WORLD S FOOD SUPPLY. THIS INSTABILITY HAS HARMFUL REPERCUSSIONS 
NOT ONLY ON THE CONDITIONS GOVERNING TRADE AND THE LEVEL OF 
TRADE, BUT ALSO ON THE SUPPLY OF FOOD, THE ECONOMICALLY LEAST 
ADVANCED COUNTRIES BEING THE ONES MOST AFFECTED BY THE SITUATION. 

WITH THIS IN MIND. THE COMMUNITY CONCEIVED THE IDEA OF AN 
APPROACH TO THE NEGOTIATIONS CALCULATED TO PROMOTE INTERNATIONAL 
ACTION IN RESPECT TO SOME OF THE CAUSES UNDERLYING THIS INSTABILITY. 

THE ROOT CAUSE IS A LACK OF ADAPTABILITY IN THE TREND OF SUPPLY IN 
RELATION TO DEMAND. SINCE THE VAGARIES OF COIMATE EXPOSE THE PRO- 
DUCTION OF MANY COUNTRIES, EXPORTING AND IMPORTING COUNTRIES ALIKE, 
TO UNFORESEEABLE AND UNCONTROLLABLE FLUCTUATIONS. THE RESULTING 
UNCERTAINTY REGARDING AVAILABILITY, CONDITIONS OF SUPPLY AND 
OUTLETS MAKES FOR THE ADOPTION OF DOMESTIC PRODUCTION POLICIES WHICH 
OVER-REACT TO MARKET CONDITIONS AND MORE OFTEN THAN NOT ARE ILL- 
TIMED IN THEIR EFFECT. 
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THESE POLICIES HAVE OFTEN BEEN ACCUSED OF BEING "DESTABILIZING" 
FACTORS WHICH UPSET THE GRAINS MARKET - HENCE THE DESIRE EXPRSSED 
IN CERTAIN QUARTERS FOR THE ABOLITION OF THESE POLICIES AND THE 
COMPLETE LIBERALIZATION OF ACCESS. THE INSTABILITY OF THE MARKET 
MAY WELL HAVE BEEN ACCENTUATED BY THESE POLICIES, WHETHER PRAC- 
TISED BY IMPORTING OR BY EXPORTING COUNTRIES, AND THERE IS NO 
DOUBT THAT LACK OF CO-ORDINATION BETWEEN THE VARIOUS INITIATIVES 
TAKEN BY GOVERNMENTS HAS BEEN AN AGGRAVATING FACTOR IN THIS 
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INSTABILITY. 

BUT EFFORTS TO REMOVE TARIFF AND NON TARIFF BARRIERS WOULD 
INEVITABLY CLASH WITH THE NEED FELT BY GOVERNMENTS TO APPLY A 
DOMESTIC POLICY PROTECTING THE PRODUCER FROM THIS INSTABILITY 
AND ALLOWING THEM TO ENSURE A CERTAIN LEVEL OF SELF-SUFFICIENCY. 

WHAT IS MORE, SUCH DOMESTIC POLICIES ARE NOT THE CAUSE OF THE 
INSTABILITY, WHICH HAS ITS ROOTS RATHER IN THE CHRONIC NATURAL 
LACK OF ADAPTABILITY OF SUPPLY AND DEMAND. DURING THE SIXTIES 
IT MIGHT HAVE BEEN THOUGHT THAT THIS LACK WAS SIMPLY AND SOLELY 
THE OUTCOME, IN A PERIOD FAVOURABLE TO THE GROWTH OF PRODUCTIVITY, 
OF GIVING UNDUE ENCOURAGEMENT TO RELATIVELY INEFFICIENT PRODUCTION. 
DEVELOPMENTS SINCE 1972 HAVE TENDED TO MODIFY THAT VIEW. IT 
HAS TRANSPIRED THAT FLUCTUATIONS IN PRODUCTION COULD BE SUCH AS 
TO RENDER IT INCAPABLE OF COPING WITH INCREASED DEMAN, CHRONOLOG- 
ICALLY AND GEOGRAPHICALLY. THE PERSISTENCE OVER THE YEARS 1974-1974 
OF A SITUATION OF RELATIVE INADEQUACY OF SUPPLY IN RELATION TO 
DEMAND, IN SPITE OF INCREASED ACREAGE, HAS BROUGHT ABOUT A DRAS- 
TIC FALLING-OFF IN STOCKS, AND THE RESULTING PRICE TREND HAS 
MADE IT CLEAR THAT IN SUCH CIRCUMSTANCES THE SIGNIFICANCE OF PRICE 
VARIATIONS IN RELATION WITH THE RELATIVE VARIATIONS OF SUPPLY 
AND DEMAND WAS INCREASINGLY SPECTACULARLY. WHAT SEEMS TO BE IN 
THE OFFING ON THE EVE OF THE 1975-1976 CROP YEAR, WHEN PRODUCTION 
PROMISES TO BE EXCEPTIONAL, POINTS TO THE SAME INDICATION OF 
AN UNSTABLE MARKET. 

THE SUSTAINED RATE OF GROWTH OF PRODUCTION WAS ONLY ACHIEVED AS 
A RESULT OF THE INTENSIFIED USE OF AVAILABLE RESOURCES. IN 
ADDITION TO HIGHER PRODUCTION COSTS, INCREASED VULNERABILITY OF 
AGRICULTURAL PRODUCTION TO THE VAGARIES OF CLIMATE IS PROBABLY ALSO 
INVOLVED, TOGETHER WITH A MORE MARKED DEPENDENCE OF THE 
GRAINS PRODUCTION SECTOR ON VARIATIONS IN FACTORS ALIEN TO AGRI- 
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CULTURE - INCLUDING ENERGY RESOURCES AND GENERAL ECONOMIC 
PHENOMENA SUCH AS INFLATION. 

ALL THIS MAKES IT MORE DIFFICULT THAN EVER TO FORECAST FUTURE 
TRENDS OF THE 

GRAINS MARKET, AND THE PRESENT SITUATION REVEALS IN ACCENTUATED 
FORM THE PHENOMENON OF INSTABILITY ON THE WORLD MARKET FOR 
GRAINS AND INCREASED RISK FOR THE FUTURE OF A SITUATION OF 
ALTERNATING SHORTAGE AND SURPLUS. 

SINCE THIS ALTERATION OF SHORTAGE AND SURPLUS ON THE WORLD MARKET 
IS A FACTOR MAKING FOR PROTECTIONISM (ECONOMIC GROUPINGS 
OR COUNTRIES WHERE PRODUCTION IS MOST STABLE NATURALLY TRY TO 
AVOID IMPORTING ANY INSTABILITY PREVALENT ON THE WORLD MARKETS) 
EVERYTHING SUGGESTS THAT AN IMPORVEMENT IN THE STABILITY AND 
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SECURITY OF THE MARKET WILL HELP THE POLICIES FOLLOWED BY 
TRADING PARTNERS TO BE FOCUSSED MORE ON EXPANDING TRADE AND TO 
CONSIDER THE INTEREST OF SEEKING THE ADVANTAGES INHERENT IN 
SUCH EXPANSION. 

THE COMMUNITY STATED AT THE FIRST MEETING OF THE GROUP "AGRI 
CULTURE” THAT IT PROPOSED. IN THE LIGHT OF THIS SITUATION, 

THAT AN INTERNATIONAL AGREEMENT BE NEGOTIATED. IN OTHER WORDS 
THAT A FRAMEWORK BE SET UP WITHIN WHICH COMMITMENTS WOULD BE 
CARRIED OUT CONCERNING A PRICE DISCIPLINE BACKED UP BY CONCERTED 
NATIONAL POLICIES ON STOCKS. IT ALSO INTIMATED THAT IT WAS READY 
TO PARTICIPATE IN SUCH AN AGREEMENT, AN OFFER WHICH IT REGARDED 
AS MEANINGFUL FOR THE OBJECTIVES OF THE NEGOTIATIONS IN THIS 
SECTOR AS WELL AS A POSITIVE CONTRIBUTION TO THE TYPE OF ACTION 
TO BE TAKEN FOR THE SECURITY OF THE WORLD S FOOD SUPPLY. 

THE TYPE OF INTERNATIONAL AGREEMENT ON GRAINS THAT THE COMMUNITY 
PROPOSES WOULD COMPROMISE THREE ELEMENTS: 

(A) STRENGTHENING OF MACHINERY FOR THE EXCHANGE OF INFORMATION 
ON MARKET PROSPECTS AND PRODUCTION POLICIES; 

(B) SETTING UP OF STABILIZATION MECHANISMS CALCULATED BOTH TO 
STABILIZE THE INTERNATIONAL GRAINS MARKET IN TERMS OF PRICE 
AND SUPPLY LEVELS IN A MANNER ACCEPTABLE TO IMPORTERS AND 
EXPORTERS ALIKE, AND TO ISOLATE THAT 
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MARKET FROM ANY DESTABILIZING FACTORS THAT MIGHT EMERGE IN 
DOMESTIC MARKETS; 

C) IMPROVEMENT OF THE SITUATION OF DEVELOPING COUNTRIES, 

IN PARTICULAR BY THE REORANIZATION OF THE FOOD AID STRUCTURE. 

AD (A) EXCHANGE OF INFORMATION 

IT IS INDISPENSABLE FOR THE PROPER FUNCTIONING OF THE PROPOSED 
AGREEMENT THAT THE PARTIES TO IT UNDERTAKE, ON A PERMANENT BASIS, 

THE MUTUAL EXCHANGE OF INFORMATION ON THEIR PRODUCTION, 
CONSUMPTION, COMMERCIAL AND NON-COMMERCIAL EXCHANGES, SO THAT AT 
ALL TIMES THERE IS AN ADEQUATE BASIS FOR THE DECISIONS TO BE 

MADE UNDER THE AGREEMENT. A PERMANENT ORGAN SHOULD BE SET UP 
FOR THIS PURPOSE TO ENSURE THE SOUND MANAGEMENT OF THE AGREEMENT. 
THIS SYSTEMATIC EXCHANGE OF INFORMATION, COUPLED WITH THE MACHINERY 
OF THE AGREEMENT, SHOULD MAKE FOR IMPROVEMENT IN THE ORIENTATION 
OF POLICIES IN THE GRAINS SECTOR. 
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INTO OPERATION AN INTERNATIONAL STOCK-KEEPING POLICY. 

1. TO ENSURE THAT THE TREND OF MARKET PRICES REMAINS WITHIN 
REASONABLE LIMITS AT ANY RATE, MINIMUM AND MAXIMUM SAFEGUARD PRICES 
SHOULD BE NEGOTIATED DETERMINING A FIXED RANGE AND INVOLVING AT 
THOSE LEVELS PREFERENTIAL COMMITMENTS TO BUY AND SELL WHICH WOULD 
SAFEGUARD EXPORTING AND IMPORTING MEMBERS IN SITUATIONS OF SURPLUS 
AND OF SHORTAGE. THIS PRICE RANGE, CORRESPONDING TO THE MOST 
EXTREME PRICE SITUATIONS, SHOULD BE SUFFICIENTLY WIDE, SINCE 

ITS PURPOSE IS NOT TO IMPOSE A RIGID PRICE STRUCTURE ON THE WORLD 
MARKET. EXPERIENCE HAS SHOWN THAT SUCH A STRUCTURE CAN EASILY BE 
SWEPT AWAY BY CIRCUMSTANCES. NOR SHOULD THE PRICE RANGE BE TOO 
RIGIDLY PREDETERMINED; IT COULD BE THE SUBJECT OF REVISION 
IN RELATION WITH LONG-TERM MARKET PROSPECTS ON THE BASIS OF 
CRITERIA LAID DOWN IN THE AGREEMENT ITSELF. 

THE COMMITMENTS THAT MIGHT BE LINKED WITH THE EXTREME SITUATIONS 
WOULD BE THE FOLLOWING: 

- WHEN WORLD MARKET PRICES REACHED THE MINIMUM LEVEL OF THE 
PRICE RANGE, IMPORTING MEMBERS WOULD UNDERTAKE TO GIVE 
PRIORITY IN PURCHASING SUPPLIES TO EXPORTING MEMBERS WHICH 
FOR THEIR PART WOULD OBSERVE THAT PRICE IN ALL THEIR SALES AND 
UNDERTAKE IN PARTICULAR NOT TO SELL ON MORE FAVOURABLE TERMS TO 
NON-MEMBER COUNTRIES. 

- WHEN WORLD MARKET PRICES REACHED THE MAXIMUM LEVEL OF THE PRICE 
RANGE, EXPORTING MEMBERS WOULD UNDERTAKE TO GIVE PRIORITY IN 
SUPPLYING TO IMPORTING MEMBERS AT THE MAXIMUM PRICE LEVEL FOR THEIR 
TRADITIONAL IMPORT VOLUMES. 

2. IN ORDER TO ATTACK THE ROOTS OF INSTABILITY OF THE MARKET 
I.E. THE SHORT-TERM IMBALANCE BETWEEN SUPPLY AND DEMAND, A 
CONCERTED STOCK-KEEPING POLICY WOULD HAVE TO BE ESTABLISHED 
SO AS TO INFLUENCE THE VOLUME OF SUPPLY ON THE MARKET. 

IT WOULD BE AGREED THAT MEMBER COUNTRIES, EXPORTERS AND IMPORTERS 
ALIKE, WOULD BUILD UP AND MAINTAIN SUCH VOLUME OF STOCKS AS 
WAS NECESSARY, A MAXIMUM LEVEL OF COURSE BEING SET. THE PARTIES 
TO THE AGREEMENT WOULD UNDERTAKE TO MANAGE THESE STOCKS ON THE 
BASIS OF RULES AND CRITERIA INCORPORATED IN IT, AND ALL THE VARIOUS 
LIMITED OFFICIAL USE 
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ELEMENTS (VOLUME, DISTRIBUTION, CRITERIA ETC.) WOULD BE THE 
SUBJECT OF NEGOTIATION. 

DECISIONS ON STOCKING AND DESTOCKING OPERATIONS WOULD BE MADE 
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IN THE LIGHT OF THE MARKET SITUATION AND WOULD BE IMPLEMENTED BY 
THE INDIVIDUAL PARTIES TO THE AGREEMENT IN RESPECT OF THE 
STOCKS HELD OR TO BE BUILD UP BY EACH OF THEM IN PURSUANCE OF 
THE AGREEMENT. ONE OF THE OJBECTIVE CRITERIA FOR SETTING IN 
MOTION CONCERTED STOCKING OR DESTOCKING OPERATIONS WOULD BE 
PRICES ON THE WORLD MARKET. FOR THIS PURPOSE IT WOULD BE 
STIPULATED IN THE AGREEMENT THAT WHEN PRICES REACHED A CERTAIN 
LEVEL TO BE DETERMINED IN RELATION WITH AND WITHIN THE LIMITS OF 
THE PRICE RANGE, STOCKING OR DESTOCKING WOULD BE CARRIED OUT, IT 
BEING UNDERSTOOD THAT THE AMOUNT INVOLVED IN THESE OPERATIONS WOULD 
BE DETERMINED ON THE BASIS OF CONSULATION WITHIN THE FRAMEWORK 
OF THE AGREEMENT, ACCOUNT BEING TAKEN OF OTHER ELEMENTS REPRESEN- 
TATIVE OF THE MARKET SITUATION. 

3. IN THE COMMUNITY'S JUDGEMENT, THESE PRICE AND STOCK-KEEPING 
MECHANISMS AS A WHOLE, AND THE COMMITMENTS THEY INVOLVE, 

WOULD MAKE IT POSSIBLE TO ACHIEVE AN EQUITABLE RECIPROCITY 
BETWEEN IMPORTING AND EXPORTING COUNTRIES. SUCH AN AGREEMENT 
WOULD CONSTITUTE A LASTING INTERNATIONAL FRAMEWORK FOR ENTERING 
INTO COMMITMENTS AND IMPLEMENTING THEM. IT WOULD ALSO PROVIDE 
THE NECESSARY FLEXIBILITY TO ALLOW THE ESSENTIAL MECHANISMS 
AND ELEMENTS OF THE SYSTEM TO BE ADAPTED TO MARKET CIRCUMSTANCES. 

AD (C) IMPROVEMENT OF THE SITUATION OF DEVELOPING COUNTRIES 

IT SHOULD BE NOTED THAT THE STABILIZATION AND EXPANSION OF 
MARKETS WILL BENEFIT FIRST AND FOREMOST THE DEVELOPING COUNTRIES. 
INDEED, PAST EXPERIENCE HAS SHOWN THAT THE REPERCUSSIONS OF 
FREE TRADE ON MARKETS SUBJECT TO SUCH DRASTIC LAWS ARE EVEN MORE 
DIFFICULT TO COPE WITH FOR COUNTRIES FACING PROBLEMS OF ECONOMIC 
DEVELOPMENT. THE PROTECTION OF OUTLETS AND SUPPLIES THAT WOULD BE 
PROVIDED BY THE INTERNATIONAL AGREEMENT ON GRAINS PROPOSED BY THE 
COMMUNITY WOULD THEREFORE BE PARTICULARLY BENEFICIAL TO 
DEVELOPING COUNTRIES. EXPORTING COUNTRIES WOULD FIND THEMSELVES 
SAFEGUARDED BY THE STABILIZING MECHANISMS INVOLVED AGANST 
A FALL IN THEIR EXPORT EARNINGS. IN ADDITION, FOR THE BENEFIT 
OF DEVELOPING COUNTRIES WHICH ARE IMPORTERS, THE COMMUNITY 
LIMITED OFFICIAL USE 
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FEELS THAT THE PROPOSED AGREEMENT SHOULD BE ACCOMPANIED BY ARRANGE- 
MENTS FOR FOOD AID IN LINE WITH THE RESOLUTIONS ADOPTED AT THE 
WORLD FOOD CONFERENCE. 

IN PRESENTING THIS OUTLINE OF AN INTERNATIONAL AGREEMENT ON 
GRAINS, THE COMMUNITY BELIEVES IT IS PUTTING FORWARD A SOLUTION 
ENCOMPASSING ALL THE PROBLEMS THAT ARISE IN REGARD TO TRADE IN 
GRAINS, INASMUCH AS IT PROVIDES AN ANSWER TO THE FUNDAMENTAL 
QUESTION OF SUPPLIES AND OUTLETS AS WELL AS THE CONDITIONS 
IN WHICH TRADE TAKES PLACE. 
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IN SETTING UP MECHANISMS CREATING THE CONDITIONS FOR ACHIEVING A 
METTER EQUILIBRIUM IN THE GRAINS MARKET WITHOUT INTRODUCING A 
RIGID SYSTEM WHICH WOULD ARBITRARILY DISTORT THE FREE PLAY OF 
THE MARKET, AN INTERNATIONAL AGREEMENT ON GRAINS WOULD LEAD TO 
A REGULARIZATION OF THE MARKET AVOIDING RECOURSE TO EXPORT 
MEASURES LIKELY TO DISRUPT IT THROUGH ABUSE OF COMPETITION. 

IN THE SAME WAY, THE MACHINERY WOULD HELP TO AVOID RECOURSE TO 
DRASTIC IMPORT OR EVEN EXPORT PROTECTION MEASURES. 

MOREOVER. A DECISIVE FACTOR FOR THE EXPANSION OF TRADE WHICH THE 
INTERNATIONAL AGREEMENT BRINGS INTO PLAY IN AN INDIRECT WAY, 

AND WHICH CAN ONLY BE REALISTICALLY APPROACHED IN THIS WAY, IS 
PRODUCTION POLICY. THE STABILIZATION MECHANISMS AS ENVISAGED BY 
THE COMMUNITY ARE IN FACT MEANS OF INFLUENCING THE BEHAVIOUR OF 
GOVERNMENTS IN THIS MATTER. 

THE FACT THAT THE COMMUNITY IS PROPOSING AN INTERNATIONAL AGREEMENT 
ON GRAINS - AND CERTAIN OTHER PRODUCTS - MEANS THAT IT REGARDS 
THESE SECTORS AND THE NATURE OF THESE PRODUCTS AS SUFFICIENTLY 
IMPORTANT TO WARRANT A SOLUTION IMPLYING A HIGH DEGREE OF 
INTERNATIONAL CO-OPERATION BEARING ON ALL THE ELEMENTS OF THE 
PROBLEM. 

GREAT HOPES HAVE BEEN STAKED ON THE SUCCESS OF THE MULTILATERAL 
TRADE NEGOTIATIONS AS WELL AS ON INTERNATIONAL CO-OPERATION 
TO IMPROVE THE FOOD SITUATION. TO RESPOND TO THESE HOPES, THE 
COMMUNITY HAS TRIED TO PRESENT A NEGOTIATING APPROACH WHICH 
IT BELIEVES TO BE REALISTIC AND MEANINGFUL. THE COMMUNITY FOR 
ITS PART IS READY TO ENTER INTO COMMITMENTS IN RESPECT OF THE 
ELEMENTS OF THIS PROPOSAL TO THEIR FULL EXTENT, AND IT SUBMITS 
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THEM FOR YOUR CONSIDERATION AND EXAMINATION. SINCE IN THE FINAL 
ANALYSIS IT IS THIS SUB-GROUP ON GRAINS THAT HAS RESPONSI- 
BILITY FOR CONDUCTING THE NEGOTIATIONS IN THIS SECTOR. 

UNQUOTE. HARTZELL 
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